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United States Senate 
Office of the Majority Leader 
Washington, B.C. 


January 31, 1964 


The President 
Mike Mansfield 


SUBJECT: The Panama Situation 


I. In response to your request, this memorandum contains observations 
and suggestions relative to the Panamanian situation. They are 
based on limited access to the facts and on history. As such, they 
are, at best, additional yardsticks which may have some use in 
weighing the difficult decisions which fall within your heavy 
responsibilities. 

The following assumptions underlie the observations and suggestions 
in this memorandum. 
A. We have only one fundamental national interest to 
protect in the present situation. We have got to insure untroubled and 


adequate water-passage through Central America. It is desirable to seek 


to secure this interest at a minimum total cost to this nation and, if 


possible, by ways which do not undermine our capacity to exercise a con- 
structive influence elsewhere in Latin America. 

B. The pressure for social change is just short of 
violent revolution in Panama and in much of the rest of Latin America. 
The pressure comes primarily from the inside, from the decay and anti- 


quation of the social structures of various Latin American countries. 
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Even if we desired to do so, we could not, as a practical matter, stop 
the pressure for change. But we may have something constructive to con- 
tribute to the form and pace of the change if we play our cards carefully 
and wisely. 

C. Change in Panama is part of the whole problem of change 
in Latin America. Our actions with respect to the part will have a 
significant effect on our ability to act constructively with respect to 
the whole. 

D. Our actions in Panama will produce respect, rather 
than fear and suspicious hostility in Latin America, provided that our 
unquestionable power is used only with restraint and with justice and in 
accord with the decent opinion of Latin America. 

III. If the above assumptions are accurate and are at the heart of our 
national interest in the present situation, the following general 
observations on United States policy will be derived from them: 

A. Those United States policies (words and actions) which 
preserve untroubled water-passage through Central America but also tend to 
permit reasonable and peaceful adjustments in our relationship to the 
changing situation in that region make sense in terms of our national 
interests. 

B. Conversely, those policies (words and actions) which 
enable us to preserve the water-passage only by a large increase in the 


costs of military and police protection and at the price of intensified 
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suspicion and antagonism towards the United States throughout Latin 


America are to be minimized or avoided entirely if at all possible. 


IV. Specific suggestions on policy (words and actions): 


In the light of these assumptions and general observations 


the following specific suggestions may be worth considering: 


A. Welcome, wholeheartedly, consideration by the OAS of 


the difficulties in Panama and urge that body's help in finding a 


solution; offer every facility for on-the-spot study in the Zone. 


B. Reject firmly but without fanfare the charges of 


aggression and also make it clear that we will not accept unilateral 


dictation from any nation, large or small. 


C. Make clear that the President of the United States 


does not quibble over words such as "discussion or negotiations"; that, 


if changes are desirable, as well they may be, we are prepared at all 


times to sit down to discuss, to negotiate and to agree on a mutually 


acceptable basis. 


D. Avoid boxing ourselves in at home against change 


through the fanning of our own emotions by crediting Castro and 


Communism too heavily for a difficulty which existed long before either 


had any significance in this Hemisphere and which will undoubtedly con- 


tinue to plague us after both cease to have much meaning. 


E. Stress with our own involved bureaucracy that our 


national interest is trouble-free water-passage, not the safeguarding of 


f 
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an outdated position of privilege (Zonists, understandably, might have 
difficulty differentiating between the maintenance of their special 
interests and the national interests). To this end, at an appropriate 
time: 

1. Act to limit continuous service in the Zone for 
all U.S. military and civilian personnel to a maximum period of four 
years and seek a sharp reduction particularly in civilian personnel. 

2. Cut the commissaries or so alter and limit their 
character that they will handle only those few unique items of U.S. 
merchandise which may not be readily available locally. 


3. Fully integrate all schools and colleges in the 


4, Tighten up on all salaries and emolumentsto Zone 
employees to bring them in line with general U.S. personnel practices 
applicable elsewhere to overseas personnel. 

F. Indicate a readiness, at an appropriate time and when 


not under duress, to consider: 


a. Steps to give additional recognition to Panamanian 


titular sovereignty in the Zone. 

b. Revision of the rental agreement. 

c. An increase of Panamanian participation in the 
operation of the Canal up to and including some Panamanian representation 
on the Board of the Canal Company, always, however, contingent upon the 


need for a trouble-free operation of the waterway. 
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G. Begin to give serious consideration in diplomacy to 
marshalling international support for a Mexican-owned and operated canal 
through Mexico, with a view to sobering the Panamanians in their demands 
and, also, in recognition of the growing need for additional water- 
passage through Central America. 

Some or none of the above specifics may have applicability in 
the light of your understanding of all the facts. They are merely 
suggestive of the kinds of words and actions which, it would seem, 
might be helpful in the present difficulty. And to ease those 
difficulties may be the best that can be hoped for until it is 
erystal clear that another canal will be built and our dependence on 


this outdated monopoly will have thereby been reduced. 
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STATEMENT BY THE HONORABLE ELLSWORTH BUNKER, AMBASSADOR, 
REPRESENTATIVE OF THE UNITED STATES, AT THE SPECIAL 
MEETING OF THE COUNCIL Cf THE ORGANIZATION OF 
AMERICAN STATES HELD ON JANUARY 31, 1964 


Mr, Chairman: 


The Government of the United States regrets that the Government of 
Panama has chosen to break off not only diplomatic relations and direct 
talks, but discussions which were going on through the Inter-American 
Peace Committee, and to take instead the course of bringing this matter 
before the Council to level charges of aggression against the United 
States. 


Both the United States Government and our people were profoundly 
saddened by the unfortunate events which transpired in Panama‘on January - 
9, 1964 and on the days immediately following. These events, which have 
left a tragic balance of dead and wounded on both sides, cannot in any 
way be considered to have served the best interests of either the United 
States or Panama, but rather have redounded to the sole benefit of those 


-who seek the breakdown of the inter~American system, of those who would 


sow the seeds of discord among the sister republics of the New World, of 
those who seek to reap the bitter harvest that would result from ‘inter~ 
necine strife in the Americas. 


I want to reiterate, Mr. Chairman, that the United States remains 
ready at all times to try to resolve our differences around the conference 
table. We do not think that violence is the way to settle disputes. 

Nor, may I add, is emotion. This is a time for calm and reason. 


The record will show that the Peace Committee has worked tirelessly 
and selflessly, literally day and night, in Panama and in Washington, and 
always in the spirit of utmost impartiality and helpfulness in its efforts 
to bring the two parties together. My Government wishes to express its 
deep gratification to the Inter-American Peace Committee and individually 
to the distinguished members who make it up, for their significant 
contribution to the peace-keeping tradition of our Organization. I shall 
have occasion to refer again to the Inter-American Peace Committee, Mr. 
Chairman, but now I wish to turn to the specific charges which have brought 
us together today. 
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The truth is that the United States has at no time committed any act 
of aggression against the Government or the people of Panama. There is 
no basis in fact for the charges which have been made. Since we have not 
committed aggression, we are obviously not responsible for the damages 
and injuries to which Panama alludes. 


The United States therefore welcomes a full investigation of the 
charges which have been made by an appropriate body of the Organization 
of American States and naa of course, cooperate fully in such an 
investigation.. 


If an investigation is made it will demonstrate that the civil police 
and the United States military forces in the Canal Zone never made any 
attempt to enter Panama itself and, indeed, that they only attempted to 
protect lives and property in the Zone. It will show that, as a result 
of the attacks which were made on the Zone, there were more than one 
hundred American casualties, both civilian and military, including four 
killed. It will show continuous sniping with rifle fire from buildings 
and the roofs of buildings in Panama City into the Zone and great restraint 
on the part of United States forces notwithstanding these attacks. It will 
show that violent mobs, infiltrated and led by extremists, including 
persons trained in communist countries for political action of the kind 
that took place, assaulted the Zone on a wide perimeter setting fire to 
buildings inside the Zone and attacking with incendiary bombs and rocks 
the people who were inside. It will show that the Government of Panama, 
instead of attempting to restore order, was, through a controlled press, 
television and radio, inciting the people to attack and to violence. It 
will show a delay for some thirty-six hours on the part of the Government 
of Panama in restoring order. It will show looting and burning by violent 
mobs in Panama City itself. And it will show that no small proportion of 
the Panamanian casualties were caused by Panamanians themselves, including 
those who died of fire and suffocation in buildings and in automobiles 
which were set on fire. 


Mr. Chairman, I reserve the right at a future meeting to make 
specific comments on those details of alleged happenings to which the 
distinguished Representative of Panama referred which, unfortunately, do 
not correspond with the facts. 


We also think it important that any investigation include the 
full story of the efforts of the Inter-American Peace Committee in the 
last twenty days. For we are confident that that will demonstrate that 
the United States has gone more than half way in seeking to resolve this 
matter. 


As to the most appropriate mechanism by which such an investigation 
might be undertaken, my Delegatior. believes that there are several 
Bpceneess nes which might be explored and certainly it would be essential 
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to have a full investigation before seeking or implying any judgment on 
the charges. In addition to the present proposal to invoke the Rio 
Treaty, it is possible, and in the view of my Government would be quite 
appropriate, for the Inter-American Peace Committee itself to undertake 
en investigation. This has the advantage that its members are thoroughly 
familiar with so much of the situation. Alternatively, the United States 
would be willing to undertake a joint investigation with representatives 
of Panama under the chairmanship of a representative of the Council. 
Perhaps, as an initial step before taking final action on the current 


‘ proposal, the Council might request one of its own committees to gather 


the necessary information and evidence. 


In determining what action should be taken, however, it seems to me 
important to bear in mind the principal stumbling-block at the moment 
which has divided the United States and Panama and the real objective 
which we seek. This point was well stated by the distinguished delegate 
of Panama himself when he said, if I heard him right, that "Since it has 
not been possible to attain an express manifestation of the intention 
of the Government of the United States to initiate negotiations for the 
conclusion of a new treaty .. . the Government of Panama finds itself 
under the painful necessity of presenting its case to the Council of the 
Organization of American States". 


Whether the Rio Treaty is the proper instrument to seek to force a 
revision of existing treaties is a question which the Council will, of 
course, want to consider. 


However, the most important consideretion which guides our deliber- 
ations and action is the objective which we seek. So far as the United 
States is concerned, our consistently held objective remains to restore 
diplomatic and friendly relations with the Government and people of 
Panama and to sit down together with them at the conference table to 
seck to resolve all outstanding issues. 


4s President Johnson has said: "Our obligation to safeguard the 
Canal against riots and vandals and sabotage and other interference rests 
on the precepts of international law, the requirements of international 
commerce, and the needs of free-world security. 


“These obligations cannot be abandoned. But the security of the 
Panama Canal is not inconsistent with the interests of the Republic of 
Panama. Both of these objectives can and should be assured by the actions 
and the agreement of Panama and the United States." 


We have taken the position that while we cannot agree to pre- 
conditions which impair existing treaties in advance of discussion and 
agreement, we are prepared to engage in a full and frank review and 
reconsideration of all issues, may I repeat, all issues between the two 
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countries, ineluding those arising from the Canal and from the Treaties 
relating to it, in an effort to find practical solutions to practical 
problems and to eliminate the cause of tension. 


We have made it abundantly clear that in the discussions which we 
propose, each government would be free to raise any matters it wished and 
that each government must be equally free to take any position it deems 
necessary on any issue raised by the other. 
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In short, Mr. Chairman, the United States rejects all charges of 
aggression. 


The United States reiterates its appreciation for the work of the 
Inter-American Peace Committee and its conviction that the instrumen#=2. 
talities of the Organization of American States are competent to deal 
with this problem. 


PeiPIN E ebay neti 
Seas 


Pant adele Bee aS 


hae fe aad a 
eOGe Ess 
i 


see 


The United States is prepared to cooperate ina full investigation 
of the facts if that is desired. 


Tow Wee Shaw 


The United States urges that the Council issue a call to prevent 
any further violence. 
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The United States feels that the principal stumbling-block at the 
moment is the insistence of one of the parties on a precondition of 
treaty revision. 
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The United States maintains its objective of resuming talks on all 
issues. 
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The United States is willing to do this on the basis of the 
communique of January 15. It is willing to macept the wording of the 
draft communique which was discussed in the sessions of the Inter- 
American Peace Committee. In any event, the United States is prepared 
to resume meetings with the Peace Committee and with the Representatives 
of Panama to seek to work out a new solution. 
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And finally,.the United States Government and people continue to 
extend the hand of friendship to Panama and to the Panamanian people. 
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PANANA 


The U.S. position that we will discuss Canal problens with 
Panama--but not “under pressure or threat of violence" continues 
to be upheld in a wide consensus among those commenting. HNost 
also agree that the question of continuing sole U.S. ownership 
and operation-of. the waterway “lies at the heart of the crisis"; 
however, commentators are sharply divided as to how to solve the 


erisis. 


A number’ debate the merits of internationalization of the 
Canal, while others discuss construction of & new waterway. 
Many favor yielding to "legitimate Panamanian complaints" up 
to the point of abandoning U.S. control of the Canal; but at 
the other extreme are spokesmen who oppose any U.S. concessions, 
denying that Panama has any valid complaints. 


"Reasonable" The proposition is repeated among most observers 
Concessions that tne U.So, incite dispute with Panama, should 

discuss snythine, remedy what is remediable"~-but 
U.S. ownership and control of the Canal "must not be régarded as 
nefotiabie” (e.go, Hep. Bolling, D-flo.3 Phila. Inquirer, Notes 
Herald Trib., Chicago News, Des Moines Register, Phila. Bulletin). 
"There is a point beyond which the U.S., in its own national 
interest and in the light of its security needs, will not go," 
insists the Milwaukee Journal. 


It is perhaps inevitable, some feel, that Panama “will 
press for a greater share of the income of the Canal--and perhaps 
this should be nted" (Chicago Sun-Times; Wash. News Editor 
Jonn T. O'Rourke, America magazine, Maj. Gen. Thomas A. Lane, 
USA, Retd.). The New York Journal of Commerce “quite agrees 

\ that there is a strong case for basic changes in the toll 
( system.” An increase in rental payments to Panama "night be a 
solution,” suggests Sen. Goldwater (R-Ariz.). 


Life magazine holds that reaching an accord with Panama is 
‘partly a matter of symbols like the flags, partly of more gener-~ 
ous payments and, most important, patience and tact.” 
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Treaty Revision 


(eo.go, Minneapolis Star, Harguerite Higgins, Th porter magazine). 
The “old insistence on the legal sanctity of the treaty no longer 
fits the new situation,” Max Freedman contends; “under proper 
conditions for diplomatic negotiations the Canal treaty can safely 
be revised." The Washington Post declares "it would be folly” for 
the U.S. categorically to assert that the treaty is "immutable." 
Americans “would do well to face the fact that the treaty is going 
to have to be revised,” the New York Times advises. : i 


The Times’ C. L. Sulzberger maintains that amendment of such 
"anomalies® as the grant of U.S. administrative rights in perpetuity 
*4s long overdue" and should be brought about now. To Erwin Canhan, 5 
the only problem about the treaty change is “how to do it without 
putting the U.Ss in the position of negotiating under intolerable 
pressure" (in Christian Science Monitor). 


But the idea of treaty revision 1s denounced by others (eofo, 
Sen. Hickenlooper, B-lowa, John M. Johnston in Chicago News). "We 
are in no way obligated to change 2 word or a comma in the treaty," 
the New York News asserts. Terming as “unwise and unnecessary" 
the steps taken by Presidents Eisenhower and Kennedy to acknowledge 
some Panamanian "titular sovereignty" in the Canal Zone, the 
Chicago Tribune hopes that President Johnson makes no further altera- 
tions ° che 


Canal Interna~ The possibility of_internationalizing “the Canal 
tionalization strongly appeais to some commentators. he 
Christian Science Monitor reiterates that “some - 
reasonable form of international sharing of responsibility for 
this international waterway was overdue." But the issue has not 
been faced, it adds, “and will not be this time, unless something 
better is done than to hunt for the Communists everyone knows are 
there." Robert H. Estabrook suggests that “willingness to consider 
internationalization could take some of the heat out of the present 
situation” (in Wash. Post). 


"As pressures on uS grow, and as the zone becomes less in- 
portant to us militarily, internationalization seems to loom as 
& more satisfactory mea culpa," Commonweal says (similarly, — 

Des Moines Register). As a world waterway, "the Canal must come 
under some kind of joint control, whether U.S.-Panama, or UN or 
OAS,” declares Erwin Canhan. 


Internationalization under the OAS is "the solution,” several 
specify, "whicn deserves to be considered most seriously" (Christian 
Century magazine; Wash. Post). Under such an arrangement, our Latin 
neighbors would have no interference from the big European powers 
regarding the Canal, Robert W. Smith points out; "and it should be 
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easier for them to talk tough turkey to the Panamanian hotheads 
than for Yankee Washington" (in Hinmeapolis Tribune). But others 
beliéeyv + "a formula would be even more me * (Ne. 
st; Sen. Aiken R-Vt., NoY.U. Law Prof. Hennessy; f in Be 
Travis and James T. Watkins in the Nation). 


the other hand, severa ctl ose inte i i 
tion, or question its feasibility (e.g., Walter Tro of Ynicago 
Tribe, Ao To Burch ir Chicago News). To Gould Lincoln, “it is 


inconceivable that President Johnson will agree" to that step 
(also, Scripps-Howard's RoH. Shackford). Such a solution “has 
potential danger," the Philadelphia Bulletin warns; it would 
threaten the U.S. with the possibility of closure of the waterway 
to U.S. vessels in time of crisis, adds Hanson W. Baldwin (in 
N.Y. Times). “Logically,* declares John H. Johnston, inter 
nationalization "should erase” Panamanian “envy” of life in the 
Canal Zone, but: "Practically, it would not" (in Chicago News). 


Severs factors are seen "going against the idea" of OAS 
control. OAS prestige is not high, says Scripps-Howard’s Re H. 
Shackford. In addition, neither Panama and other hemisphere nations 
nor Canal users in general would be likely to accept such a solution. 
"Under the conditions of 1964," Bichard Wilson asks, "oan we calmly 
visualize the Canal under the more direct control of an organiza- 
tion so large and ineffectual as che OAS? Would our prestige in § 
this hemisphere survive such & change? 


U.So~Panama Ina few quarters support is voiced for pponuinely : 
Joint Control joint U.S_..Panama cont * as "probably the bes : 


if 


solution” (NoYo Times; Waiter Lippmann, Max Lerner 
of N.Y. Post). An answer in terms of "an alliance with Panama 
in the operation of the Canal" could be drawn up to protect U.S. 
strategic interests "without blunting an honorable partnership," 
the Baltimore Sun maintains, adding: “Eventually, if we expect to 
serve the ideal of all-American cooperation, it is the question 
we are going to have to face." 


Gov. Rockefeller calls for "increased participation by P 
in the administration or operations of the Canal itself." 


Building A There is much speculation on “the alternate 
Second Canal solution" of constructing another Canal, perhaps 
through Mexico or Nicaragua. With others, the 
Baltimore Sun holds that "the time has arrived when this country 
ought to be giving serious thought" to sponsorship of a sea-level 
ship canal--perhaps across Mexico, "a country with a great deal of 
stability” (similarly, Charles Bartlett; Sens. Norse D-Orec, 
Humphrey D-Minn., Mansfield D~Mont., Cotton R-N.H.3 Reps. Bray Re 
Ind., Bow B-0.3 Gov. Rockefeller, former Vice President Nixon). 
The Denver Post recommends that "for the long pull the most 
healing influence on this situation would be some cold-turkey 
talk" to the Panamanians about construction of another waterway. 
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*Before too much is done now, it might be well to see" if 
the 15-year-old offer of land for a canal, made by Nicaragua, 
still stands and whether this or the Mexican isthmus would be the 
better site," the Vatertown Times advises, If another canal were 
built “with acceptable international agreements, the U.S. ought to 
welcome it," remarks the Los Angeles Times; “meanwhile, until the 
new canal is financed and built, the U.S. should maintain its 
legitimate claim in Panama," ; 


avoiding "any = 
Week opposes “any backdown,” and warns that a U.S. agreement t 
“wide-open talks" with the Panahanians would only make "appease. 
ment possible in the name of good will, when the imperative thing 
4s the defense of U.S. interests” (similarly, NBC's Ray Henle). 


Several maintain that the *mawkish conciliations® by 
Presidents Eisenhower and Kennedy, which whetted Panamanian 
appetites, are responsible for the present difficulties (eog., 
William F. Buckley Jr., Charleston, S.C., News & Courier). 
Clarence Nanion urges prompt adoption of the Cannon resolution, 
which would “reassert our sovereighty in the canal, oppose the 
flying of the Panama flag in the Canal Zone, and positively 
reaffirm the Monroe Doctrine.” 


"Maybe we have been too friendly” in dealings with Panama 
in the past, declares the Port Huron (Mich.) Times~Herald; “if 
the marines are needed, send them." Urging with Sen. Long 
(D-La.) that "we stand up and fight for America," Rep. Rivers 
(DeAla.) asserts that the only way to stop the trouble in 
Panama is for the U.S. to invade and occupy Cuba. Rep. 
Broyhill (8-Va.) prescribes that Panama be "turned across our 
kmee and spanked." 


As of January 23, 70 per cent of the many communications 


received by the Department on the Panama crisis, favored the *hard 
line" (Send the Marines, Remember the Alamo, etc.). 
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Réitorial coment applauds U. 
Panamanian disorderse While comms 
about hew the violence was ignited 
from: Havaca--virtaally ail oppose 7enema's call 
of U. 8. control of the canal, But some call it 
deal sympathetically with Paaame's grievances. — 


Several commentators oraise the U, 3. api 
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also should discover what canal Suthorities permitted thig  —— 
defiance” of the 0, S. «Fanama flag agreement "to continue for 
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this vialence” (Sens, Sparkman, D-Ala., Saltonstall, R-Mass.; 
Mundt Re S.D.3 Reps. Wright DeTex., Seldan, DeAlas Watertown 2 
Times; Cincinnati Enquirer, Wall St. Journal, Wm. V. Shannon - i 
of N.Y. Post, ScrippseHoward’s Hal Hendrix). In fact, "the : 
schoolboy tussle over the flegs was settled promptly and the ‘ 

Panamanian students Jeft the zone before the reali violence 
atarted,” the Washington Newa stressea.e Sen. Goldwater said 
that he could see "Cuba's hand in this mesa." 


wise beaks hae 
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But the New York Post counsels that the upheaval cannot 
be “lightly written off as the product of intemperate national~ 
- ism blended with Castroite incitement." Similarly, the New 
‘York Times finds “confusion over the extent of Castro's ine 
volvement." . 


Insistence that "the security of the Panama Canal must be 
maintained By he U. ery notwithstanding any Panamaniab Gemands , 
8 widely schoed (Hearst's N, Y. JournaleAmericans; N. ¥. Herald 

ojo 
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otection of the Canal is in the vital interest of 
our country and our hemisphere,” Reap. Selden (D-Ala.) asserts; 
"and we must make it clear by action as well as words that we 
intend to protect these interests," 


SOLARIS A BSNS BE STE SE 
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"It is unthinkable we should give up" the canal, declares 
the Scripps-Howard press, The Wall St. Journal and New York 
Herald Tribune oppose any internationalization of the waterway. 


Pear 


In the discussions with Panama, the U, S. must be 8 aw 
thetic at nation's aspirations without neglect o srican 
treaty Tignts, the Daltimore Sun insists. U. S. negotiators 
will be watched closely, and respected "as much for firmness 
as for friendliness," Ths New York Timea stresses the importe 
ance of settling the immediate crisis; once that is done; "it 
must be clear" that the U. S. "will not close the door permanent- 
ly te discussions relating to possible revision" of the basic 
agreement. 


C. L. Sulzberger maintains that "what is needed now is 
a new deal and basic revision of the bilateral treaty that 
governs it." The Washington Star argues that the treaty has 
been repeatedly revised, and “one concession has merely served 
to encourage demands for more." Yet, it concludes, if the 
Johnson Administration should favor further revision, it should 
be made unmistakably olear that the U. S. will not surrender 
its rights to the canal, nor will it tolerate such wanton de- 
struction of U. S. property as bas occured, but will reply 
with force. if the Zone is attacked. 
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But, ultimately, Wm. V. Shannon contends, “the only 
concessions that would satisfy Panama would be for the U. S. 
to turn over control and ownership" of the canal--although 
"public opinion in this country, at least for the present, 
would not tolerate such a move," 


‘ The basic cause of the Panamaian outbreak lies in past 

U. S. relations with Panama, some commentators Stresd.e Us Le 
zberger says crisis cou ve been foreseen, “in this 

ege of antiecolonialism"; it could have been avoided, because 
Washington in 1955 and in 1959 had "inferentially acknowledged 
-the unrest in Panama; and the crisis was unnecessary, he cone . 
cludes, because "the canal itself is rapidly becoming obsoleacent 
(in N.Y. Times). To the Chicago Tribune, the genesis of the prea 
sent troubles was "the total failure of the U. 5. to try to 
bring decent living conditions to the Panamanians, With the 
Vall St. Journal, the Tribune looks on Panama as an indictment 


of the Latin American ald programs. 


Deploring the "meek and apologetic look" of present U. S. 
Latin American policy, as compared to the "tough action" Washe 
ington would have taken twenty or so years ago, Leo Monsky asks; 

Cen you imagine thie week's bloody riot against Americans in 
Panama having happened in those days without fear on the part 
of the Panamanians?” (in N, Y, Jdurnal-American). 


The fact that the Panama crisis has come only shortly after 
‘the Kennedy assassination, says Dan Kuraman, "has created the 
unfortunate imprassion" in some Latin American areas that the 
Johnson Administration "1s returning to the relatively callous 
policies of pre-Alliance days"(in Wash. Post). 


Several voice concern whether “the fact the U.S. has had 
no assador in Panama since Josephn Fariand retired last 2a 
has hed “any bearing on the present breakdown" in relations 
With Panama (Boston Herald; os Worse, D-Oro.). Sen. Aiken 
(R-Vt.) believes that the absence of an Ambassador "was an 
invitation to the Communists to raise the devil," It wae "a 
mistake to get rid of Farland," says Rep. Wright (D-Tex.)}3 
"it he had bean there, he could have acted swiftly to stop 
this before it got out of hand." 
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Panama Canal Company Traffic 
and Capacity Studies 
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_ The Panama Canal Company expects to complete a report on 
these studies in February 1965. The basic study for the report on esti- 
mates of traffic through the year 2000 has been completed by Stanford 
Research Institute and the Chicago management firm of A.T. Kearmey and 
Company is in the final stages of a study of capacity. During the next 

' two months the conclusions reached in these two studies will be evalu~- 
ated and summarized in a report by the Panama Canal Company. 
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In general the study of traffic trends made by Stanford Research 
Institute follows the techniques used in previous studies. Experts in 
the fields of the various types of commodities that make up the bulk of 
the cargo moving through the canal have analyzed production, demand 
and market trends and have indicated the volume in which these commod- 
ities are expected to move through the canal in the future. Recognizing 
the difficulty of precise estimates of future cargo tonnages the study will 
suggest a range of estimated traffic: between minimum and maximum limits. 
These limits are adjusted on the basis of assumptions as to maximums and 
minimums in cargo movements and extent of utilization of bulk carriers 
for shipment of cargoes susceptible of economical shipment in bulk. The 
tentative traffic projection stated in terms of annual numbers of transits 
for various classes of ships is shown on the attachment. 
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Capacity study. The determination of the limits of capacity of 

the present canal, with all foreseeable improvements, is somewhat more ; 
complex. As suggested at the time of the report by the Panama Study Group 

the concept that a precise number of transits is the capacity of the canal 

and that the canal will be obsolescent and require replacement when that 

number is reached is misleading. At least several separate findings are 
involved in a capacity study ; 
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(1) the maximum number of ships that can be put 
through the canal in a given period; 


(2) the maximum size of ships that can transit the 
canal; and 
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(3) the effect of the limitations imposed by (1), og 
and (2) on (a) world shipping and (b) commerce of the 4 
United States and (c) the military use of the canal by ; 2 
the United States. 4 


The study of the number of ships that can be put through the 
canal in a given period is being made by the Panama Canal Company 
with the assistance of A.T. Kearney and Company. Although the study 
has not been completed preliminary findings indicate that the number of 
ships that can be transited in a one year period is substantially greater 
than the number of ships required to carry the volume of cargo that the 
SRI study estimates would move through the canal in the years 1980 and 
2000. 


| i 
The A.T. Kearney study, which will include an electronic simu- ; 
lation of canal traffic, will establish an engineering capacity for the canal e 
t 
; 
§ 
: 


which generally assumes maximum efficiency of operation. The effect 

on this maximum of various factors tending to reduce capacity, such as 

fog in the canal, temporary breakdowns, increases in numbers of larger 

ships requiring longer transit times,will then be determined. In addition 

the study is expected to produce reasonably sound estimates of the oper~ 

ating capability of the canal as the numberof transits increase so that : 
it will be possible to state with some. degree of certainty that under given ; 
conditions a certain number of ships will be able to transit annually, that 4 
on a certain number of days a specified number of ships will be"delayed : 
for certain periods of time within maximum and minimum limits. 


The result should be a clear picture of what the performance of 
the cana! will be through the year 2000 with the amount of traffic pre- 4 
dicted by the SRI study. ; : 8 


Although the A.T. Kearney study has not developed to the point 
where firm numbers can be attached to their report preliminary review 

tentatively indicates that the capacity of the canal will be adequate to 
meet the requirements of commercial traffic through the year 2000, al- 
though an increasing number of ships in the world fleet will be unable | 
to transit because of the dimensions of the canal, and some delays to 

shipping may be anticipated toward the end of the century. 


The Panama Canal Company report will not cover the military aspect 
of the problem. It is expected to point out the economic advantage of a 
sea level canal in comparison to a lock canal by reason of reduced oper- 
ating costs and saving in transit time for ships using the canal. 


Attachment 2 
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SUMMARY OF TRANSIT PROJECTION 


1980 2000 


With min. With max. With min. With max. 
bulk carrier bulk carrier bulk carrier bulk carrier 


participation participation participation participation _ 
With "High" Cargo Projections | | | ie, 
Tankers 1,112 1,112 


cy 


“Ofecarriers 536 536 
Passenger ships 350 350 
General cargo ships 11,062 13,850 


- General bulk carriers 476 625 
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TOTAL 13,536 16,763 
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With “Low" Cargo Projections 
Tankers 1,112 1,168 


, Ore carriers 178 104 
Passenger ships 350 350 
General cargo ships 9,817 12,603 ~" 8,470 


General bulk carriers 476 625 2,407 


TOTAL 11,933 14,850 12,499 


eee 


XEROX FROM. QUICK COPY 


” ORIGIN/ACTION a 
DEPARTMENT OF STATE 


RG IR Gd IV ar es e 


FOR RM USE PNLY 


LIMITED OFFICIAL USE ‘aes 
HAND, alt BGICA TOR 
DEPARTMENT OF STATE 


: CA MISSIONS, MEXICO, BOGOTA, LA PAZ, 
POLAD CINCSO, POLAD CINCLANT 


Amembassy PANAMA DATE: December 20, 1963 


| ivi ens SUBJECT: Review of Political Develepments, 


bi beech December 14 — 20, 1963 
| lad 
%6 


CONTENTS 
DOMESTIC 


1, Oppositien Alliance Nominates. Presidential Candidates 
2, Administration Parties to Convene December 21 . 

3, University Elections and Youth Congress Postponed 

he Shake-Up in Labor Ministry - 


INTERNATIONAL . 
5, Madden Dam to Panema, says Morales 


: * 
¢ 


6, President Honored by Bolivians 


PRESS AND PUBLIC OPINION 


ee EN sneer ems 


7, Illueca In, Arias Out at El Panan& América . 
$, Little Reaction to Recognition of Honduran and Dominican Regimes 
9. President Johnson's UNGA Address Favorably Received 


i 
t 
= 
Bo 
‘ 
Zz 
f 
# i 
i 
# 
13 
a 
aa 
4s 
a 4 
i 
ai 
fo 
gt 
id 
aos 5 
? 
cha 
: OF = 
Bs fe 
Bod 
eee! 
3 F 
fos 4 
‘ 4 
i] 8B 
. 7 f 
res y 
x» f sacs 
q 
H 
H * 
, kes ;? 
* a “ 
bee . 
; or a) 
ss | fara 
| 


JOHNSox | DOMBSTLG - 


oe Kip hyp ps : 
KLEI eG : 1. Opposition Alliance Nominates Presidential Candidates 


ie Be MER In Panama City on December 14, the five major political parties 
Tere A DERS of the Oppesition Alliance held separate national conventions to 
: V SMITH Nrert-. nominate Juan de Arco GALINDO as their candidate for president and 
ae i "apf 
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Gilberto ARIAS and Dr. Luis ALFARO as their candidates for first and. 
second vice presidents, respectively, Following their natienal con- 
ventions, the parties held a joint rally at which an estimated 6,000 
people attended, including delegates from througheut the country, 

The political parties attending the rally were: the National Patriotic 
Cealitien Party; DIPAL; the Third National Party; the Renovador 

. Partys the Civil Resistance Party; the Isthmian Revolutionary Party; — 
the Civic National Party and the Authentic Renovation Party, a municipal 
party. Only the first’ five parties held their respective national 
conventions, Thus at the present tine, of the 19 legally inscribed 


national parties, 7 appear te have given their support te the Opposition 


Alliance slate of candidates, * . a 


In his acceptance speech Galinde stressed: 1) that his coalition 7 


would meet the demand for a change in gevernment which would bring abeut. . 


"honesty and visien, integrity. and pregress"; 2) that his government 
would be composed ef the best qualified people; 3) that a legitimate | 
‘desire for social improvement will not be interpreted as a subversive 
moveaent; 4) that his adwinistration will guarantee peace and security 
fer integrated development; 5) that there is a need for fundamental. 
reform such as extension of the Social Security program, increased 
salaries and progressive taxes; and 6) that referms should net. be te 
benefit the rich but te channel with greater justice that which is being 
. preduced,. , 43. a a ns "oo 


Gilberto Arias,:in his acceptance speech, stressed:. 1) that the 
coalition's objectives were more roads, increased agricultural preduction, 
extension of electrical power, increased agricultural credit and resolving 
peasants! pressing demands for lands 2) that in erder to find an adequate 
solution te the high cest ef articles produced in this country it is 
necessary te increase foreign markets through such means as collaborating 
with the Central American Common Market; 3) that although Panama had 
made significant gains in its problems with the US, the income derived 
frem the Canal is small and that Panamanians cherish the desire ef 
obtaining what is rightfully theirs; and 4) that Panama and the US are 
allied in a conmon fight against dictators, corruption, misery and 
injustice, 


Dr, Aflaro stressed the need for greater health facilities and 
stated that the coalition "shouted as one man: no more abuses, no more 
unfilled promises, and no more neglecting of the people's necessities", 
(UNCLASSIFIED) 7 


COMENT: The Opposition Alliance is the first of the major political 
coalitions t9 hold its national convention and legally nominate its 
slate of candidates for the presidzitiel election scheduled to take 
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place May 10, 1964.. The general tenor of this coalition's campaigning - 
appears to be set along the lines of honesty ef gavernment, needed 
secial and econemic referms, and pressure for Panama's "just rights" - 
| cencerning the Canal Zone. It is follewing a policy ef attacking the 4 
it ; present government for its corruption, and lack of leadership and _ _ a 
| ‘accemplishnents, At the present moment it is likely four ether “i 
. presidential candidates may be nominated at national conventions 
which must be held, in accordance with the electoral law, prior to 
January 11, 1964. (UNCLASSIFIED) 


2 Administration Parties te Convene December 21 


The seven parties of the Administration Coalition (National ta 

Liberal, Republican, Progressive, Labor—Agrarian, Democratic Action, en 

Nationalist, and National Liberation Movement) will hold separate 

| conventions December 21 in Panama City to nominate the Administration's he ae 
presidential slate of Maree ROBLES, Max DEL VALLE, and Raul ARANGO. se 

| Fellowing the individual conventions, delegates and supporters from. ; 

: each ef the parties will gather in Santa Ana Plaza for a joint convention 


nominating Robles and a "massive demonstration" of support for his — 
(UNCLASSIFIED) 


candidacy. . 


COMMENT: Fossibly because: of ‘acatig or overconfidence, the hatte . 

tration's political forces are not matching the publicity and organizational 

effort with which the Opposition launched its campaign last week, How- oe 
{ 


ever, with the advantage provided by control of the machinery of govern- 
ment, particularly the gevernment workers, the Aduinistration may well 
achieve a larger turn-out for its joint rally than did the Eero 
USE) 


(LLALTTED OFFICIAL 
| 3. University Elections and Youth Congress Postponed 


Elections at the University of Panaua, already postponed once fron 
November 30 to December 20, have now been reset for January 8, 1964. 
The postponements have been necessary to allow the General University 
Council, the University's top deliberative body, time to work out a | 
proportional representation plan acceptable to University officials and ' 
all major student groups, The General University Statute was amended in | 
April by the National Assembly to previde for proportisnal representation 

ef student groups on major organs ef the University and its Faculties; 

the Assembly, however, left the details of the system © to the General 
University Council, 


In a related developamt, cx. cumist-criented student leaders at 
the University have also prstpened uitil at lenst February the National 
Youth Congress originelly planned far early this moth, (UNCLASSIFIED) 


LIMITED OFFICIAL USE ! 


tne yo mentees ean tne ta 


LIMITED OFFICIAL USE 


Page 4 
PANAMA were 


COMMENT: “Although the desire to Sait the outcome of the talversiiy: 

elections is a key motive for the delay of the yeuth congress, there 

is speculation that its organizers hope te allow time fer the current 
national pelitical situation to clarify se as to know what prepaganda 
lines the congress should stress, -(LIMITED OFFICIAL USE) 


4. Shake-Up in Labor Ministry 


President CHIARI has removed the top laber official in the 
Ministry of Labor, Social Welfare, and Public ilealth, Mrs, Rosarie 
Oller de SARASQUETA, the Inspector General of Labor, The President 
went through with the leng-planned dismissal of Mrs, Sarasqueta even 
though he was strengly urged te retain her by leaders of the 4,500- 
member Chiriqui Land Company Workers Union (SITRACHILCO) when he attended 
the union's installation of new efficers at Puerto Armelles Deceaber 15. 
Jose A, SAAVEDRA, a Conciliater in the Ministry, has now been named | 
Inspector General, (UNCLASSIFIED) a 


COMMENT: Mrs, Sarasqueta had been Inspector General for iogiiy stent 
years, having been appointed early in the administratien of President — 
Erneste de la Guardia, Her dismissal is chiefly attributable to her 
cennections with eppssition political forces;. to complaints from 
impertant employers - including the Chiriqui Land Company - that she 
was partial te laber in her conciliation efforts; and to her close 
asseclation with leaders ef the still uarecegnized General Confederation 
of Laber, which renains in bad standing with the pineny administration, 
(LIMITED OFFICIAL USE) — 


INTERNATIONAL 
5, Madden Dan to Panama, says Morales 


Juan A. MORALES, Director ef the Hydraulic -and Electrification 
Institute (IRHE), renewed his demands that Madden Dam be surrendered 
te Panama. In an article published in several papers, including the 
ruling National Liberal Party's El Tieapo, Morales claimed that since 
epening in 1931 Madden Da has preduced hydroelectric power totaling 
$80 million in value. Such an amount, he notes, has easily repaid the 
$24 million initial cost ef Madden Dem te the US plus the $32 million 
which the US has previded Panama in annuities since 1903. Thus the US 
. has earned a clear profit of $24 million from Madden Dari by exploiting 
Panananian territory and Panamanian resources, Morales alse alleged 
ence again that the 1903 treaty, which permitted the US to requisition 
such lands and waters from Panana.as needed for the Canal, is "illegal". 
Therefore, he concludes, any legal basis for US csntrol of Madden Dan 
is lacking. (UNCLASSIFIED) 
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COMMENT: A perisdic re-airing of Merales's claims is necessary to 


ey beth him and his cause before the public eye, (LIMITED OFFICIAL 
USE 


6, President Honored by Bolivians 


Bolivian Anbassador Anicete RIOS conferred the Bolivian decoration, 
the Order of the Condor, on President Chiari this week in a ceremony 
at the Presidential Palace attended by the Diplematic Corps. (UNCLASSIFIED) . 


ea Be a 


Bos 


as onde ees ranica ti 


COMMENT: The decoration of President Chiari is: another evidence of the 
continuing warmth that has prevailed in Belivian-Panamanian relations 
since Panama's National Asseubly went on recerd early this year as 
favoring an outlet to the sea for Bolivia, (LIMITED OFFICIAL USE) 


PRESS AND PUBLIC OPINION 


7. Zllueca In, Arias Out at Hl Panama’ América 
Dr. Jorge E, ILLUECA, a prominent Panama City atterney, has been 
appointed Director of El Panem4 América, the Spanish-language daily 
which has the second largest circulation in the country (slightly 
behind La Estrelia, which claims some 16,000 readers), ‘Illueca, who 
is Chairman of the Panama Bar Association, replaces Dir, Harmodio 
ARTAS, Jrs,y in the Directorship. Illueca formerly headed Panamk's 
delegation to the United Nations, and is alse a former National 
Assembly deputy. (UNCLASSIFIED) 
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COMMENT: In the past, Illueca has generally held anti-US views, but 
since his return from the UN post in New York, he has shown a somewhat 
more moderate approach te matters involving US~Panamanian relations, 


aoe teen aebenatncnetnhinel Abuncunanpetbtentmbet li tte Pete eet 


Harmodio Arias will now be free to devote his time to his diverse 
business interests and to his campaign for reelection to the National 
Assembly, Under Illueca's direction, the paper shsuld naintain its 

_ reputation for relatively accurate reporting combined with a nationalistic 
viewpoint. ‘(LIMITED OFFICIAL USE) 


8, Little Reaction to Recornition of Honduren and Dominican Rerines 


The Panamanian press carried only brief wire stories regarding 
this week's onnouncement that the US was recognizing the Gevernments 
of Honduras and the Dominican Republic, There was no editorial comment, 
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Panigna is expected to resume norm2l relations with Honduras and 
the Dominican Republic soca. (UiCLASSIFIZD) 
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9. President Jehnson's UNGA Address Favorably Received 


- President Johnsen'ts speech te the United Nations General Assembly 
' - on December 17 got wide ceverage ard favorable reaction frem Panama's 
‘press and radie, A Voice of America simultaneous relay of the address 
H with Spanish translation was broadcast by ten Panamanian radios stations 

j via a hoekup arranged by USIS—Panama, Panama City's Radio Tribune, 

t which usually veices anti-US viewpoints on US~Panamanian relations, 

i aired the entire speech and alse added a comment of its own hailing the . 
7 President's statement that the United States desires to see the end of 
} 


the cold war and the continuation of arms centrol and reduction. 


The Spanish-language daily El Panama América devoted its lead 
editorial on December 18 to an evaluation of the President's speech, | ‘ 
The address, the paper said, was "a significant contribution to the 
cause of peace and to the universal respect fer the fundamental rights i 
and liberties of humanity everywhere", Throughout, the editerial 

hailed President Jehnson as a champien ef human rights and predicted 

that he would follew the foreign pelicy lines laid dowa by the late 
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ANSWERS NUMBERED QUESTIONS DEPTEL 267 


. | 
te COMPANY LAWYER ROSAS SAYS NO LEGAL! GROUNDS EXIST FOR’ 
SEEKING STAY OF SALE. ON MORAL GROUNDS STATES HAS ONLY 
BEEN ABLE TO ARGUE SALE FOR SUCH LARGE TAX DEBT WOULD 
APPEAR DISCRIMINATORY VIEW NEGLIGIBLE COLLECTIONS 1G 
WNCULTIVATED LAND TAX PREVIOUS YEARS AND COMPANY BEING be 
FOREIGN-OWNED TO BOOT. . . us 


2 ACCORDING TO OFFICE OF COMPTROLLER GENERAL FOLLOWING. 
ARE TOTAL ANNUAL COLLECTIONS UNCULTIVATED: LAND TAX 1947 
an 273 167 284 243 


PAGE TWO RUESVA OLI7T LIMITED OFFICIAL USE 
THROUGH 1962 (NO COLLECTIONS FOR YEARS NOT LISTED): 
1951 - $139 : 

1954 - $216 ; 

1957 - $38 
1953 - $2,773 
1939 - $100 


% ‘SETTLEMENT FOR $260,000 RESOLUTION NO. 56, 
MARCH 18, 1963 RELATED PERIOD 1925 TO 1950 AS 
DENUNCIATION WAS FILED DECEMBER 1949, 


NO CESSATION UNCULTIVATED LAND TAX. ANNUAL READ 
ESTATE TAX, FOR WHICH COMPANY OWES $140,000 COVERING 
‘PAST TWO YEARS, IS MATTER APART 


"REPRODUCTION FROM THIS COPY IS 
___LIMITED OFFICIAL USE _ pronisiten UNLESS “UNCLASSIFIED” 


LIMITED OFFICIAL USE 


-2- 273, December 20, 5 p.m. From Panama 


4 AND 5) UNDER PROVISIONS AGRARIAN CODE CART. 47 ET SEQ.) a 

DIRECTOR AGRARIAN REFORM CAN REQUEST AUTHORITY FROM EXECUTIVE, 
WITH APPROVAL OF CABINET, TO TAKE. OVER PROPERTY UPON WHICH DUE 
UNCULTIVATED LAND TAX HAS NOT BEEN PAID, BY PURCHASE OR EXCHANGE. 


6) NO POINT COMPANY PROTESTING UNCULTIVATED. LAND TAX 
AS ILLEGAL. 7 | nv 


7) PRESIDENT CHIARI HAS “SUSPENDED” EXECUTION TAX ORDER 
(AMBTEL 243) AND REQUESTED SOLIS EXAMINE.LEGAL WAYS IN'WHICH 
CFN 1951 $139 1954 $216 1957 $83 1958 $2,773 1959 $100 $260,000 
56 18 1963 1925 1950 1949 $140,0004 5 47 243 . ‘ 
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PAGE THREE RUESVA O17 LIMITED OFFICIAL USE 
GOVERNMENT CAN SETTLE CASES WITHOUT ASSEMBLY ACTION. 


ROSAS STATES FACT UNCULTIVATED LAND TAX NOT MENTIONED 
63-64 BUDGET NOT BASIS LEGAL ARGUMENT TAX CANNOT BE COLLECTED. 


IN INFORMAL DISCUSSIONS WITH PANAMANIAN OFFICIALS, EMBASSY 

HAS EMPHASIZED THAT, IN LIGHT STATISTICS PARA TWO ABOVE, IT 
APPARENT LAW EITHER DRAFTED OR BEING ENFORCED IN DISCRIMINATORY 
MANNER TO DETRIMENT BOSTON PANAMA COMPANY. HAVE ALSO EMPHASIZED - 
HIGHLY BENEFICIAL EFFECT WHICH SETTLEMENT THIS CASE WOULD HAVE ON 
PANAMANIAN IMAGE WASHINGTON. CAN DEPARTMENT SUGGEST ANY OTHER 
BASIS UPON WHICH MATTER CAN BE PRESENTED TO PANANIANS 7? DEPARTMENT 
WILL RECALL TAX ASSESSMENT REDUCED FROM ORIGINAL 2.9 MILLION. 
TO 260 THOUSAND ON SUCCESSIVE ADMINISTRATIVE APPEALS BY COMPANY.” 
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ADDRESS OFFICIAL COMMUNICATIONS TO 
i THE SECRETARY OF STATE 


' WASHINGTON 28, D.C. 7 

; DEPARTMENT OF STATE Ce ergo, 
SEIS. WASHINGTON : 
) December 12, 1963 AO. 
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MEMORANDUM FOR MR, McGEORGE BUNDY 
THE WHITE HOUSE 


Subject: Presidential Message to Interamerican 
Boy Scout Camporee, Panama. 


The Boy Scouts of the Republic of Panama and of the | 
Panama Canal Zone are hosting the Sixth Interamerican 
Camporee at Tocumen, Panama, December 13-22, 1963, Over 
2,000 Boy Scouts from 20 nations of Latin America, the a. 
Caribbean, and the United States will attend. The President 
a of Panama, Roberto Chiari, serves as Honorary President 
pas of the Asociacion de Scouts de Panama, and has participated -_ 
actively in the planning of the event. - a 


cet 


1s U.S. Armed Forces, under their Operation Friendship oe 
, Program are also actively supporting the camporee and their ; 
| representatives are participating on the planning committee, 
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It is suggested that the President may wish to send 
a message of greeting to the Camporee through President Chiari. 
A suggested text is enclosed which, if approved, could be 
i cabled to the Embassy for delivery. 
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Enclosure: 


Suggested message of greeting 
to President Chiari and Inter- 
american Boy Scout Camporee, 

Panama. 


INCOEING TELEGRAM Department of State 


" UNCLASSIFIED 
' Control: 18669 
Action i. Rec’d: MARCH 25, 1963 . 
8:04 PM Tg 


FROM: PANAMA CITY 


Bite omer dee etre 


TO: Secretary of State 
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UPON ARRIVAL. PANAMA PRESIDENT CHIARI HELD. PRESS. CONFERENCE. ON 
RESULTS. OF MEETING OF CENTRAL AMERICAN PRESIDENTS IN SAN JOSE. 
HE-STATED-MEETING REVOLVED AROUND TWO PRINCIPAL CATEGORIES: 
MATTERS PERTAINING. TO CENTRAL AMERICAN COMMON MARKET: AND THOSE 
PERTAINING INTERNATIONAL POLICY AND COMMUNIST. INFILTRATION. HE 
MENTIONED POSSIBILITY PANAMA WOULD PARTICIPATE JN CENTRAL 
AMERICAN. MARKET AS ASSOCIATE MEMBER ENTERING INTO COMMERCIAL 
AGREEMENTS WITH BLOC CENTRAL AMERICAN COUNTRIES RATHER THAN  . 
BILATERAL. BASIS. ALSO. PANAMA CONSIDERING POSSIBILITY PARTICIPAT- 
ING IN INTEGRATED CENTRAL AMERICAN BANK, 


CONCERNING PERSONAL CONVERSATION WITH PRES. KENNEDY,-CHIARI-RES 
PORTED HE.DISCUSSED SAME MATTERS TAKEN UP IN WASHINGTON LAST 
JUNE. STATED HE TOLD--PRESs KENNEDY COMMISSION NAMED IN WASHING- 
TON WAS MOVING TOO SLOWLY AND ASKED FOR "DIRECT. INTERVENTION TO 
SEE- IN WHAT FORM THIS COMMISSION COULD ACCELERATE THE DISPATCH 
OF THOSE THINGS WHICH HAD BEEN PRESENTED." HE REPORTED PRES. 
KENNEDY INFORMED HIM HE.WOULD ASK AMBASSADOR FARLAND TO COME 

TO WASHINGTON IN MID-APRIL AND PANAMANIAN AFFAIRS WOULD RECEIVE 
FULL ATTENTION. 
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IN QUESTION AND ANSWER PERIOD FOLLOWING STATEMENT, CHIARI STATED. 
GOP WOULD PRESENT CONCRETE PLANS FOR CONSIDERATION UNDER ALLIANCE 
FOR PROGRESS AT MEETING SCHEDULED IN MANAGUA INCLUDING AGRARIAN 
REFORM, PUBLIC HEALTH SERVICES, INSURED MORTGAGE BANK, MIXED 
INDUSTRIAL BANK AND UNIVERSITY OF PANAMA EXPANSION. HE STATED. 

IDEA OF SUBMITTING PARTIAL PLANS APPROVED AT SAN JOSE WOULD BE 
BENEFICIAL SINCE DELAY IN COMPLETING COUNTRY PLANS WOULD AD-~ 
VERSELY AFFECT ALLIANCE FOR PROGRESS. CHIARI ENVISAGED .. .- 
PARTIAL PROGRAMS WHICH COULD BE ACCOMPLISHED IN TWO-THREE YEARS AND 
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-2~ 548, MARCH 25, FROM PANAMA CITY 
STATED GOP PRESENTATION WOULD INVOLVE, MORE OR LESS, $50,000,000. 


CHIARI ALSO OUTLINED HIS VIEWS OF "ADEQUATE COMPENSATION". WITH 
REGARD PANAMA CANAL ANNUITY AND CITED FOLLOWING AS- EXAMPLES. OF . 
POSSIBLE MEANS OF COMPENSATION: SUSPENSION US COMMERCIAL ACTIVITY 
IN ZONE$- WIDENING OF TRANS=ISTHMIAN HIGHWAY; WIDENING- OF ARRAIJAN 
HIGHWAY TO THATCHER FERRY BRIDGE; CONSTRUCTION OF PORT FACILITIES 
AT PANAMA CITY3 CEDING OF-4TH OF JULY AVENUE TO. PANAMAs JMPROVE- 
MENT OF PORT FACILITIES AT AGUADULCE, PUERTO MUTIS, PEDREGAL AND. . 
OTHER PACIFIC COAST PORTS. HE EMPHASIZED THE IMPORTANCE TO- PANAMA 
THESE FORMS OF COMPENSATION WHICH CONTRIBUTE TO DEVELOPMENT OF THE 
COUNTRY. 


NO SIGNIFICANT PRESS COMMENT TO DATE. 
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